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The HoMrkUie John JL* McClellan 
Chair man. Committee on Expenditures 
in the executive Department* 

United states Senate 
v uhiagtofi 25, D. C# 


NOV 24 1950 
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Dear Mr. Chairman-. 


Your latter of 2o October 1950 request* information to 
b« furnished you by 1 December 1 950 to assist the Committee 
in it* responsibility to evaluate the effects of laws enacted to 
reorganise the Executive Branch of the Government. Particular 
information is requested, concerning the Central Intelligence 
Agency Act of 1949 {Public Law 110, list Congress), as well 
ae certain general legislative enactments. 

The Central Intelligence Agency Act of 1949 pertains par- 
ticularly to the Agency’s procure meat authorities . travel, 
quarter* allowance* and related expenses, the Agency'* general 
administrative authorities, and tee expenditure of fund*. The 
intent of tee Act was to improve the administration of CIA, to 
protect the confidential aspect* of the Agency’s functions {set 
forth in Section 192 of the National Security Act of 1947), and 


to develop a career service in tee field of intelligence, la your 
recent report No. 2581. Action on Hoover Commission j^epmfts 
it is noted that the work of tee Central Intelligence Agency 
been Improved as a result of legislative and administrate e*ti 
The legislative action has greatly facilitated the adminiajfr all ~ 
improvements, and without it the proper functioning of tee tegency 
would have been impossible. 
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c 
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Because of tee nature of the Agency’s activities^! . sure 
you will understand teat it is impossible to give a detailed public 
report of the type which you request while still maintaining 
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essential security. There are, c«rt»ia things which 

cast be Mt forth which may be of tomt assistance to you. 

Prior to the pee cage of the Central Intelligence ^cacy 
Jtct of IHt, C.IA wee administered under laws rad regulation* 
of general application and without epee die authority tor aeces - 
*ary expenditures. These authorities were inadequate to serve 
the special needs of an intelligence agency, Conse qasat l y , 
administrative officials were required, continually to resolve 
legal and other obstacles by makeshift arrangements in order 
to provide the necessary service*. Public taw li-fit provide# 
specific admini# tr stive authorities tor our special meeds, rad 
include* basic authority to r expenditure of tool*, el iminating 
Ike; requirement tor re •enactment each year ol language spec tid- 
ing expenditure authorities, it, thus, provide# the flexibility 
and security for operations necessary for so intelligence orgael— 
cation. 

The direct financial saving* that have been realised can- 
net be ascertained precisely in dollars and cents. The Centra* 
Intelligence .Agency *# a comparatively new agency still in the 
process of development. But the Act has enabled simpUftoatton 
and increased efficiency of administration, which means that th* 
cost of administration is far less than it would have been other- 
wise. 

Action he* been taken to carry out *11 to# provisions of the 
law end to Issue appropriate regulations required by the Act. 
Categories covered include (1) procurement, (2) education a nd 
training, (1) travel, allowances and related expense which, in 
an intelligence agency, cover many complex problems incidental 
to foreign rad domestic travel not common to most government 
agencies, (4) medical services program, (b) budgetary and account- 
ing control* which are particularly necessary because of toe 
Agency’s comparatively broad latitude in the application of apace -c.^ 
printed load#, (fe) personnel, and {?) other general authorities* 7 ^ 

usually set forth In appropriation language. , 3? 

In addition, a continuing management survey and analysis. 
is maintained in an effort further to increase efficiency and~§o 
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reduce administrative {ternaasel and cvite to at minimum. 

A# potattd out Is our letter to you of 18 July If4f t the 
Central intelligence *■ fancy wm exempted from the prov tmlmm- 
®i the Federal Property and Administrative oarvice* Act ol 19 * 9 . 
*wS- we have els# been exempted from Its * a cheque at amendments, 
rhie exemption wai grata ted to meet our special problems la the 
field of procure meat end services, Because of the natu re of aw : 
worst* special procure meat channel* ami method* must be fnUowan 
to maiataia security. However, we utilise the services of tfcc 
General Service* Administration ia all. of Its fields, sad have 
adopted their procedures wherever feasible, la 'view of the very 
recent passage of the Budget sad Accounting Procedures Act of 
19Sa* we are unable to state Ciaally what effect it will have on 
this Agency, However, CIA officials are studying the Act 
coaferrlag with representatives of the General accounting fhc*. 
$ic Bureau of the Budget, and the Treasury Departme nt concern* 
5.ag the budgetary accounting and reporting procedure* best 
suited for the needs of this Agency. Cur budget presentation 
has always been made on the basis of a performance budget. 

^hile thu Agency has also been exempted from the provisions 
s*»f the Classification Act of !<H9, we have followed s tanda rd 
government classification procedure* as well as grade structure® 
throughout. 


sincerely yours. 



frAiCrtlt B. SMITH 

Director 


WX,F£orsheimer:hic * , 

Central Records — 

Signer - 2 
Comptroller 
Management Officer 


Services Officer 
Personnel Director 
General Counsel 
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